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16 Novemer 1962

SUBJECT: Funding of the CIA Retiremest Fund
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The Foreign Service Act and gection 252 (e) (1) of the long veraLon o the
c1a retirement and Disability system provide that: "If an officer or ssployee
under sume other Government retirement eysiem bLocomes & participant in the sys-
Lem by direct trsnsfer, such of ficer or employee's total contrivations and
deposits, iscluding interest gcorued thereon, except voluntary contrivutions,
shnll e transferred to the Fund effective as of the date such officer or em-
pluyee becumas s participant in the System.”

In reviewing the CIA bill, a staff officer of the Bureau of the Budget com-
pented on the sbove provisich &s followe: "It would seem sdvisable that in order
1o establish the proposed fund on 88 firz o basis aa possible, thet provision
should also bave been included in the draft pill to suthorige CIA to withdraw
itz mmtching contribution from the other, #.g. Civil Service, system for trans«
for bo the npew fund.”

In order to explore this proposal more tooroughly mod get an advaoce reading
on the attitude of the Civil Service System toward such 2 proposal, & weetling was
neld 15 NHovermer with Mr. Andrew xuddock, Director of Buresu of Retirement and
Insurance. V

In introduction I brought Mr. Ruddock up tO date with respect to the fate
of the origluwel “short version”, its conversion to & long version, and our hopes
Lo retart 1o s short version. In this connection, Mr. Ruddock {zmedistely
grasped the lssues and sbrategy n)nelm. and commented that with = full CIA bill
1t would be moet Aifficult to‘imm ~ the CIA aud Foreign Service retirement
pywiens.

From this point I explaloed the recompendption implied 1n the X9 stary
peper thet both the {ndividunl's contrivutions and the Agency's contributions
should ve trupsferred to the pew sund from the Civil Service Fund. I inguired
duether the Uivil Service would be likely to object to such pravision. Ino
response, M¥r. Ruddock assured me informslly that he could concetve of a0 pessible
gblection. He even cited = historic situstion in reverse {wvolving the Govern-
mopt of epms in which certain Pensuenians were vrought under the Civil Beryice
Revir t fystem end their full equily ip snotber retirement system wes Lrans-
ferred th the Civii Gervice Bystem. He alsc stated that zince a substentisl
pamber of perzons would ve involved, full transfer of all runds deposited Yor an
individusl would be preferuble from & tookkeeping and fund sualysis bvasis.
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In viewv of this, I inguired why the Foreign Bervice Act only provided for
withdrewal of the individusl's econtrivutions. I gathered from Mr. Buddock's
aiscussion that the originel concern had been io give the individusl the option
to withdrew or oot withdrev his equity im the Civil Bervice Retirement System.
Under this concept the individus)l had to apply Tor the refund and had to e~
deposit it with the Forelgn Gervice retirement gystem. The logie of srapsferring
the relsted Agency contributed funds spparently got lost in this shuffle.

Tn this comnection, however, Wr. Fuddock urged that snuy special lengusae
in & iong versiocm CIA bill esll for s direet trausfer of sll moneys related to
an ipdividusl's retirement eguity merely by submission of s potification from

1 CI4.

i A6 & firmal point I asked Mr. Ruddock whether in pructice any persons Lrsns-
: ferring to the Foreign Service Retirement system were reteining o equity in

t voth retiresent systems and vhether in his opinion thie might in the future ever
Te to an ipdividusl's sdventage. He said such wan Dot current practice and that
it wae improteble that any sdventoge would acorue from retirement squity in esch
two systems nlthough sdmitting that certain out-of-phase improvemsnt in each
system was inevitable.

ipmett D. Echols
Tirector of Personnel
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